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INTRODUCTION

In the past three general sessions the Legislature has authorized an
annual average of $99 million in state-funded (General Fund, Income
Tax or general obligation bonds) capital developments, with $148.1
million authorized in the 2005 Sessions. Capital developments are
defined in statute as projects costing $1.5 million or more, new
facilities with construction costs of $250,000 or more, or a purchase of
real property where an appropriation is requested. This report
provides a record of each capital development project completed in the
last three years, including actual cost, contingency funds contributed
or expended, and completion dates. The report provides estimates for
buildings not yet completed and for those recently approved in the
2005 general session.

This report also provides a three year comparison of leasing by state
agencies and institutions, including square footage, total annual rent,
and average cost per square foot. A synopsis of statutory leasing
authority and responsibilities precedes the report.

Data was provided by the Division of Facilities Construction and
Management (DFCM) and the Office of the Commissioner of Higher
Education.

It is anticipated that this will be an annual report to the Executive
Appropriations Committee. Future reports will highlight significant
differences from prior years.
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CONSTRUCTION REPORT

The following three tables provide information regarding state-funded
capital development projects since FY 2003. Projects funded with
State Building Ownership Authority (SBOA) revenue bonds are
included although revenue bonds are not typically considered “state
funds” for budgetary purposes. Not included are capital improvement
projects and non-state funded projects.

Table 1 displays a summary of projects completed during FY 2003
through FY 2005, including funded amounts, final costs, transfers
to/from reserve funds, planned completion date and actual completion
date.

Table 2 is a summary of projects currently in progress, with funded
amounts, encumbrances to date, transfers to/from reserve funds to
date, beginning dates and planned completion dates. Please note that
the University of Utah Marriott Library project is displayed here since
the Legislature authorized design costs in the 2002 General Session.

Table 3 shows funded amounts and planned beginning/ending dates
for projects (other than the University of Utah Marriott Library)
approved during the 2005 General Session.
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LEASING REPORT

The Legislature provides the flexibility to state agencies/institutions to
manage their programs with leases without requiring formal legislative
approval of each lease. Nevertheless, an agency’s program size and
ability to lease is ultimately controlled by legislative appropriations.
The Legislature also requires that lease terms be economically
advantageous, sufficiently flexible, and competitive in the market. In
order to ensure these conditions are met, the Legislature has given
oversight duties to DFCM, the Judicial Council, and the Board of
Regents.

WHO HAS LEASING AUTHORITY?

Three entities have leasing authority in Utah: DFCM, the Judicial
Branch, and the Utah System of Higher Education.

WHO IS RESPONSIBLE FOR REPORTING LEASE ACTIVITY?

According to UCA 63A-5-303,
(1) The director of DFCM shall:

(a) prepare a standard form upon which agencies and other state
institutions and entities can report their current and proposed
lease activity, including any lease renewals; and

(b) develop procedures and mechanisms within the division to:
(1) obtain and share information about each agency’s real

property needs; and
(i1) provide oversight and review of lessors and lessees during
the term of each lease.
(2) Each agency, the Judicial Council, and the Board of Regents for
each institution of higher education shall report all current and
proposed lease activity on the standard form prepared by the division
to:
(a) the State Building Board; and
(b) the Office of the Legislative Fiscal Analyst

WHAT ARE OTHER DUTIES AND POWERS OF DFCM?

DFCM must lease, in the name of the division, all real property space
to be occupied by an agency (other than Courts or Higher Education).
Subject to legislative appropriation, DFCM may enter into facility
leases with terms of up to ten years when the length of the lease is
economically advantageous to the state, or subject to State Building
Board approval and legislative appropriation, enter into longer leases if
the terms are economically advantageous to the state.

6 OFFICE OF THE LEGISLATIVE FISCAL ANALYST
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DFCM must evaluate each lease under the division’s control to
determine whether or not the lease is cost effective, sufficiently
flexible, and competitive. If evaluations show these conditions are not
being met, the division should recommend viable alternatives,
including such possibilities as lease/purchase and outright ownership.

Statute also requires DFCM to prepare a report evaluating each high-
cost lease (defined as having an initial term of over ten years or
requiring cumulative lease payments greater than $1 million) at least
twelve months before it expires.

WHAT ARE THE COURTS’ RESPONSIBILITIES?

Before entering into a high-cost lease, the Administrative Office of the
Courts must submit a draft of the new lease to the Judicial Council and
DFCM. Within thirty days DFCM must review the drafts and submit a
report detailing its opinion on whether the lease meets the Courts’
needs, whether another option would be more cost effective, and
whether the lease terms are flexible and competitive. The Judicial
Council must review DFCM’s report and approve all high-cost leases
before the leases can be signed.

WHAT ARE THE RESPONSIBILITIES OF THE UTAH SYSTEM OF HIGHER
EDUCATION?

The Board of Regents has the ability to establish its own leasing
policies. Statute requires the board establish written policies and
procedures which each institution must follow.

Board of Regents Rule R710-4.5.7 requires the board to:

Review and approve institutional requests for plans to lease
capital facilities space with state-appropriated funds for
programs of instruction, research, or service when contracts for
leasing such facilities: (1) exceed $50,000 per year; (2) commit
the institution to space rentals for a 5-year duration or beyond;
or (3) lead to the establishment of regular state-supported
daytime programs of instruction in leased space. An annual
report of all space leased by the institutions, including space
leased for off-campus continuing education programs and
space leased in research parks, shall be compiled by the
Commissioner's Office for review by the Board of Regents and
forwarding to the State Building Board for possible inclusion
its comprehensive 5-year building plan.
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The board does not allow the nine traditional higher education
institutions to request an appropriation for a lease without first
receiving board approval.

The Utah College of Applied Technology (UCAT) is allowed to enter
into leases with other higher education institutions, public school
districts, state agencies, or business and industry for a term of:
(a) one year or less with the approval of the campus board of
directors; and
(b) more than one year with the approval of the board of trustees,
as long as the Legislature approves funding beforehand or the
lease allows termination without penalty.

House Bill 86, which passed in the 2005 General Session, gives UCAT
campuses authority to enter into lease-purchase agreements if:

(1) there is a long-term benefit to the state

(2) the project is in both the campus and UCAT master plans

(3) the agreement allows termination of the lease

(4) the agreement is approved by the campus board of directors
and the board of trustees, and

(5) the agreement is reviewed by DFCM and the Building Board,
and approved by the Legislature

WHERE CAN ACTUAL AND PROJECTED LEASE DATA BE FOUND?

Each year DFCM presents a lease report as part of its Five Year
Building Program publication. This publication includes a section on
projected leases for the next fiscal year. Projections are based on
agency requests and growth trends. These data are useful for review
by appropriation subcommittees. Actual additional space acquired is
determined by legislative approval of funding for new employees,
programs, and space.

WHAT ARE THE ADVANTAGES OF LEASING?

Leasing offers the state a substantial value when used appropriately.
Leased space can offer low cost and flexibility while tying the cost of
facilities directly to agency budgets. Generally speaking, leasing is
most advantageous for agencies with dynamic missions or temporary
events whose space requirements need to remain flexible. Agencies
with long-established missions and space needs are generally more
economically situated in owned space.
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CONCLUSION

The state leases many different types of property. State agency office
space and higher education space total nearly 3.5 million square feet at
an annual cost of $41.4 million. During the period of FY 2003 to FY
2005, total square footage increased by an annual rate of 6.7 percent,
while average cost per square foot increased at an annual rate of 2.4
percent. The largest square footage increases occurred at the
University of Utah and Utah State University (research campus and
medical/clinic space). If we exclude this growth from the two
universities, the annual square footage growth rate declines to 3.5
percent. The largest square footage increases among state agencies
occurred at the Departments of Human Services and Workforce
Services, while the largest square footage decreases occurred at the
Departments of Alcoholic Beverage Control, Public Safety, and the
Courts.

A breakdown of growth rates by agency/institution is provided in the
following table. The report includes broad categories of office space,
USHE space, and Department of Alcoholic Beverage Control space.
The report does not include land, storage, air quality stations and
group homes because the square footage and lease rates per square
foot for these spaces are not comparable.
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